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July 7,2004 

Local Boundary Commission 
Depaitment of Community and Economic Dcvslopment 
550 West Seventh Ave. Suite 1770 
Anchorage, AK 9950 i -3 10 

J D 
Local  Boundary Commission 

Re: City of Borncr Annexation Remand - Homer Reply Comments 

Dear M m b m  oIthe Coinmission and Stair 

This is the City of Homer's reply to h e  written comments filed with DCFD on or before June 24, 
2004. 

Milli Martin 

Ms. Martin points out &at KESA has 200 squwc miles to cover, and identifies important carly KESA 
projects, primarily intended to incrcasc Service to the areas most distant from the Ciiy. She rightly 
points to the tremendous potential for a close working relationship hctwccn KESA and the City. This 
will work best when the City addresses needs within aid  close to City boundaries while KESA 
focurjcs on the arw well away from City boundaries. 

Thc initial inclusion within KESA ofthe 4.58 square miics and 900 residents in the area approved for 
annexation was an unwise choice from the start. T h o ~ e  1-esidents and proporties are, as the LBC 
found, part of' the Honier community and in clear need of s full range of city scrvices, These factors 
indicate that the area approved for annexation should never have been included in K);,SA. To meet 
the greater need for services in this area and address the greater impacts this area has on the City of 
Homcr, annexation was B bcttcr choice than inclusion in KESA. Annexation, not a local emergency 
service area, bctter saves the overall best intcrcsts of the residents, thc City, and the State oTAlaska. 

Linda Reinhart; Alaskans Opposed to Annexation 

Thc LBC snd Homer did not "cherry pick" the areas mar Homer for mexation wilh any intent to 
deprivc KESA or the most lucrativc p a  of its tax base, as implied by Ms. Reinhart and expressly 
alleged by Alaskans Opposed to h t x a t i o n .  The LBC approved annexation for this pmiculu area 
because it was already part of the Homer community, it wa.. contiguous and close to Homer, it was 
the most in nccd of city services, and it was having the greatest impact on Homer. In short, it bcst 
niet the standards for annexation. TL is precisely becausc it is more densely populated and dweloptd 
that it is more sui table for annexation. 
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Whcii annexation is warranted, as in this case, one cannot escape the fact that thc tax assessed 
valuation of any surrounding service areas will be decreased when property is m c x c d  into a city. 
Because a city is the preferred city sei-vice provider over prolifcrating limited stmice areas, the best 
interests of the state are served by annexation. When annexation does occur, thc adjacent service 
arcas must adjust accordingly. That may mean, as in this and cvcry similar case, the borough must 
acljusl its service arca budgct, tax rates, boundaries, levels of scrvicc, or otherwise. The Dorough and 
the KESA voters are clearly capable of doing any or all of thcsc things. To have to consider such 
adjustments is simply ai ordinary effect of changing demographics that led 10 thc ncccssity of 
annexing some of the Borough territory to Homer. 'I'hose ordinary effects certainly do riot ovcnide 
the state's best interest or justify denying a well-founded annexation that is otherwise overdue. 

Concerning thc question of "cherry picking," one might just as .well ask why the Kmai Peninsula 
Borough has chosen to segregate (i,c,, "cherry pick") the Nikiski Fire Service arca with a tax base in 
2002 of some $1.2 1.2illion fiom the rest of  the Borough's fire sc,wVicc arcas'? Other parts of the 
Borough aced jilt services, too, and if the Borough had chosen to provide nonsreawidc tirc scrviccs 
to all non-city Borough residents, then h e  residents or I(ESh could enjoy the benefits o f  the 
lucrative Nikiski tax base, too. One might argue that Nikiski is not close to Kachemak 13ay. While 
that i s  truc, it is certain1.y feasible that a unitled western K t n d  Peninsula fire service arca could 
eticctivtly provide fire services to an area encompassing everything from Hope to the head of 
Kwbemak, Ray, including Nikiski and KESA. I f  one nonareawidc road service area works well for an 
even larger portion ofthe borough, the samc could be true of a western peninsula fire ard emergency 
service area. The crucial point is that the Borough has treniendous resources to fund sei-vicc arcas, 
and thc assembly can exercise control over the boundaries of its scrvice arcas to in& them work. 
'Hie Borough has much flexibility to creak or modify sewice areas as needed to make the provisio~~ 
of fire arid emergency services available to all on an equitable basis. The City cannot do this for the 
Borough. Only the Borough has the responsibility and ability to do so. 

Phil and Tammy Clay; Mike Ryan 

Thc Clays and Mike Ryan point out some of the reasons why a rural fire department needs different 
equipment than 8 fire depamenr that serves more densely populated and urbanized areas. Narrow 
back roads with sharp turns are bc\tLr served by mallcr cquipmcnt. This point mphasizcs that the 
anncxarion of thc 1~1011: populated areas near Homer to the City will enhance the mission of KESA by 
allowing it to focus mort: on b c  nrral, hardcr to gcl IO arc88 through its choicc or cquipment and 
stilt io 11 locations. 

Abigail Fuller 

'l'he story related by Ms. Fuller serve$ as a good illustration why h e  state's best interrsts are served 
well when Homer annexes (,and provides services direct1.y to) th.e areas near the City where it can 
proiriptly respond, while KESA turn its attention LO under-scrvcd areas that A ~ C  hrthcr away and not 
so easily served by rhc City. 

Kevin Waring 

Thc City concurs in Mr. Waring's insightfd COmrnentS on thc evidence in the rccord and the 
conciusions it supports, While Mr, Wwhg's discussion of the legal prcinises underlying the Superior 
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COUI? remalid decision has considerable merit, the City chooses not to comment on Mr. Waring's 
discussion of the legai issues at this tirnc. 

KPB Mayor Dale BagIcy 

'I'hc letter from Mayor Bayley contains comrnmts of  both the Kl'B administration and the KESA 
boitrd, but not the KPB Assernb1.y. Thcrc comnients nlay be summcd up as follows: the tax base is 
reduced, costs are not significantly reduccd, and there may be a "loss of potential for rccruiting." 
'l'liis letter docs not statc that KESA will be unable to contirnrc to provide seivices. It does not say 
t h t  KESA cannot make adjustmcnts or find other sources of  revenue. KESA has wmerous options, 
inchdins the raisirrg of the millage rate if the arbitrarily establisiid h i i t  of 1.75 mils is insufficient 
to provide adequate scrvice to thc hugc scrvicc area. 

tlomcr's aiinexation was about much, inuch more thali firc and miergency services. The people in the 
outlying i m a  do have a great need for fire and cmmgcmcy services that can be met by =SA, but 
those who live closest to Homer have a much greater impact on the City and have a need for many 
mote of its services. Thc interests of the people and of the state are best met wlun those who have the 
ge31cst impacl on the City and need the widest variety cily services are anncxcd into the City. 
Because KESA cm never poriorm the hnctions of city government, it niust yield to armcxation in 
this casc. The Kcnai Peninsula Borough is fully capable of making adjustments and exercising other 
options as needed to keep KESA adequatcly funded and operational. 

Citizens Concerned About Annexatioii 

'The comments submitted by Kachemak Area Coalition, d.b.a. Citizens Concerned About 
Annexation, 0% anotber explanation of how the fm and cniergency services needed in thc oiitlying 
areas are not as well-saved by the urban-oriented scrviccs otTired by h e  City of Homer as they art 
by a rural-focused department. Scc CCAA Comments at 5-8. 

The essence of the CCAA argument (and of others as well) is that the City should be denied 
annexaihn of the 4.58 square miles that is already a part of the Homer community, iu alrcady in need 
of and is using Homer stwices, has the potential for the greatest negative impacl on Homer, and is 
proper fix annexation is every rcspcct, And for what rcason? So KESA can use the tax revenues 
horn propfly that should be in H~rner  10 find services provided in undcr-served areas t h r  are 
remote from the City. CCAA advocarcs taking property and citizens (and tax rcvenucs) that "belong" 
to the City (Le., should be annexed) and giving them to KESA so the rcsidcnts of Diamond Ridge, 
McNeil Cttnyon, Kachemak Sclo, and other distant areas can b v c  better services at a lowcr tax ratc. 

lToriier doer not opposc better smvices for the distant areas, but IIomer does oppose the effort to 
deny ilorner jurisdiction o v a  areas that should be in the City limits so tax revenocs can be divtxted 
fron? thc City to KESA lo fiind thosc distant services. 

Judgc Rindncr has directed the LBC to consider the effects of annexation on =SA, but to do so 
fully thc LBC must also consider the converse. What is the effect of mainmining KESAs original 
boundaries on thc City of Homcr? Or to pose the question in another way, what is the effecr of non- 
anncxation on the City? That question has, to a very great extent, already be addrcsscd by the LBC. 
'I'hc Duccmbcr 26, ZOO 1, Statement of Decision explains how Homcr has already been impacted by 
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the dcvclopmenl aiid population that surrounds it, and how there will continue to be very serious 
impacts if the ma is not annexed. The effects of KESA on the City of Homer are more varied and 
considerably more profouiid than thc cflects of Homer's annexation on KESA. When added t o  the 
bnlnnce of competing intmcsts, thege effects of non-annexation on Homer show that it is definitely in 
~ h c  bcst inkrests of the people, the City, and the State of AIaska to appmvc thc annexation. 

CCAA states that thc January 1, 2002, assessed value of property in KESA (before annexation) was 
$304,009,540, and annexation removed $75,395,600 from the total. CCAA states these figures wcre 
providcd by rhc KPB assessing department. 'Those numbers do not appear to be correct. They are not 
consistent with the infomation provided by Mayor Bagky in his letter to the I,BC darcd June 24, 
2004. or with the figures pwvidcd to thc City by thc KPB assessing dcpanment, see Exhibit I to 
City's letter to LBC, June 24, 2004. 

If onc wcrc to use the figures provided by Mayor hgley, then a taxable assessed value of 
$238,585,300 taxed at 1.75 mills would yield a total tax o f  $417,524. The tax base was reduced in 
2002 after annexation to $177,162,069, To yicld the same amount of taxes ($417,524), the millage 
rate on that tax base would have to increase to 2.36 mills. This rate is very reasonable in comparison 
to the millage rates applied by the KPB to its other fire and emergency servicc arcas. The 2002 
millage rates for the KPB firc and emcrgmcy service areas were as follows: 

Nikiskj Fire Service Area 2.3 0 mills 

Rea Crcck Fire Service Area 2.25 mills 

Anchor Point Fire Service Area 2.00 mills 

Central Emergency Service Area 2.35 mills 
KESA 1.75 mills 

See Exhibit 1 attached to this letter, As is  evident from the comparison, 1.75 mills is not adequate to 

find any other fire or emergency Servjcc: area. Tt i s  certGttly reasonable to expect that the Borough 
wooid iricrease the millage rate ia KESA to 2.36 mills, a level commeiisurate with other hnctioning 
service are*, if it is neces$ary to meet USA's  functing needs, On the otlicr hand, it is not rcasonable 
that KESA or the Borough should be able to stop a justified and overdue annexation just so thc 
Strviw arca taxpayers can Continue to enjoy an artificially low millage rate that was arbitrarily set 
bcrorc KESA came inlo baing. 

CCAR inakes a statement about the problem of taking moncy tiom KESA and giving it to Homer, 
CCAA Comments at 10. It is very interesting to reverse this statement, because doing so aptly 
describes the problems of taking tax money from Homcr and giving 11 IO KESA. Consider the 
foliowing reversal of CCAA's arpmenr 

The problem with taking money from [Homer] and giving it to KESA] is that 
[USA]  cannot provide the same improvements to services in the [annexed] 
areas that [Homcr] Carl, sinlply becausc of jwisdictiod issues. [KESA] 
simply does not have the authority to [provide essential city services within] 
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its boundaries. [ U S A )  also has diskrent priorities for what to spend the firc 
dcpt.'s money on, because their focus is on nicetiiig [rural] needs. . , , [KESA] 
cannot make up for the loss to [Homer] by improving its owii services, 
bccause that does not meet [Homer's] needs. 

That rcstatcmmt pretty well illusti.atcs the ptoblcnl with CCAA's approach. CCAA and thc other 
advocates for KESA have a narrow, myopic point of view focused solely on providing fire and 
erncrgcncy services, primarily to rural areas.1 Homer has a much broader and deeper point of view 
- . KO provide not only fire and einergency services, but also 10 extend to the Homcr community a 
much broader range of essential city services togcthcr with all of the privilegcs and duties of fill 
participation in local govemmcnt. Evcn it' it wanted to do so, KESA will never have thc lcgal 
authority or fiscal wherewiKha1 to Ineel hose objectives. 

€iomer agrccs with CCAA's point that fighting wildfires is the state's responsibility. However, CCAA 
then goes on to argue that if the City has the benefit of the mncxcd arm's tax base, then KESA might 
no1 have the money or equipment TO promptly auwk a wildfire fieled by beetle-killed sprucc, and 
thcrcfore it might cost the state millions of dollars for an extended fire fight. This problem, if it 
actually amounts to someshing more than a hypothetical. should be addressed by the state increasing 
its funding for wildfire preparedness. The City also has a wildfire cooperative agreement with the 
state, so both the City and KESA would benefit from iiicreascs in state [&ding. 

It is important to understand the actual effect on Homer if CCAA'S position were adopted. The net 
cffcct would be that the City of Homer will suffer a loss of tax revenue in order to finance U S A  
cffirts to fight wildfires that arc ultimately a statc responsibility. This taking of funds from Homer 
arid giving thcrn to KESA for the state's benefit not only impedes Homer's financial resources 
availablc to fight wildfires, but more significantly it financially weakens The City overall. KESA has 
1.75 mills at stake (approximately $107,490 hi 2002), but I.lomer has approximately 5 mills of 
propcrty tax and an eveii greater amount in sales taxcs at stake (total revenue estimated as slightly 
more than $900,000, I,BC Statemcnr of Decision at 20, December 26,2001.) Depriving Homer of 
thcse rcvcnues may ultimaiely increase Homer's dependence on rhc sme for revenue sharhg, grants, 
and other funding 8s alteinatives to t a m  it cannot collect because its ability to tax has been diverted 
to KESA. This may help die Division of Forestry's iirc lighting budget, but thc end u u l t  of a 
wea.k.eixd and financially $trapped city is NOT in the best iiiterest.s ofthc statc. 

Conclasioa 

C'CAA and others argue that if LBC conlinucs to approve the annexarion after considering its eflects 
on KESA, then thc dccision must once again be submitted to the Alaska Legislature for approval or 
veto. This is not rcquitcd by law or regulation. It does not evca ~nakc scrisc to do so. The Legislature 

-....,* .,.." .._.... - 
CCAA goes so far as to say that "the benefits of annexation 10 Homer have nothing to do with saving 

Jives or property." CCAA Comments at I 1 .  111 saying this. C C M  is showing symptoms of myopia so 
severe as to verge 011 blindness to reality. Thc mjor rciison that cities exist is to promote the public 
Ixalth, safcty, and wdfatc of their residents. Fire safety is but one aspecr of the whale panoply of health, 
safety, iind welfare concr3lwi that cilics address. 
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has already approved this miexatioii, which has bccn actualty and legally in effect since May 2002. 
Thc superior coi~rt's decision and ordcr did not invalidate the annexation, nor did it cvcn suspend its 
zfkct. The annexation has bcm in place for more than two years, and it now stands as approvcd 
unlus~ the court invalidates it. Resubmission of the annexation to the Legiislahlre in thc: absence of 
invalidation could only create legal chaos and cxtend the court battle for many more years. 

Thank you for the opportunity to respond to the comments of others. The City urges the LRC to hlly 
consider the impact of anncxation on KESA and the impact of denying annexation 011 the City, Aftor 
doing so, the Commission should come once again to the conclusion that the annexation was, and 
still is, fully merited and in the best intcrcsts orthe state. 

Very truly yours, 

Walt Wredc 
City Manager 
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TO: Gordon Tans 

Anaohed is the information you requested yesterday from Linda. 
further assistance please let me know. 

If I oan be of 

Have a good day! 
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The borough docs wt have any of tho boundary Wormation tiom 2002. Bclow is the current 
infixnutiticul. 

Nikiski Fire S&ce Area S,479.81 sq. milca I 3.507.076 a m s  

Bear Craalc Fire Service Area 14.95 sq. miles / 9,568 acres 

Anohor Point Fire Service Area 127.98 sq. miles 1 81,908 acres 

Central herpncy S&ce Area 886.35 sq. miles 1 567,264 acres 

Kachcmak Em8rgmcy Service Area 214.37 sq. miles / 137,197 acres 

-&Tax Mill I&& m 
Nikiski Fire Service A m  2.30 

Bear Creek Fire Service Atee 2.25 

Anchor Point Fm Swim h 2.00 

2.3 5 Central Emergmy Senice Area 

K a M  Emergency Scnict Ana 1.75 

rn 
2.30 

2.25 

2.00 

2-60 

1-75 

m 
2.30 

2.25 

2.00 

2.60 

1,75 


